
Final Regulations1 Say

Trusts Cannot Be Used to Shelter Assets from Medi-Cal
“It is important for insurance professionals to understand that individuals are no longer able to shelter
nonexempt income and property within trusts as a way to establish eligibility for Medi-Cal,” states
Sharyl Shanen-Raya, financial eligibility analyst with the Medi-Cal Eligibility Branch, Department of
Health Services. “The final regs cover any kind of a trust created by an individual or their spouse.” Final
regulations on the treatment of trusts and annuities were filed with the Secretary of State’s office on January
28, 1998. These regulations finalize instructions contained in previously published All County Welfare
Director’s letters #95-75 and #96-68 (now Section 50489 of Title 22). According to Shanen-Raya, “the
new Regs impact all trusts established on or after August 11, 1993 containing the income, property or
property rights of an individual or the individual’s spouse.”

If an individual or spouse creates a trust, Medi-Cal counts as currently available anything contained within
that trust (if not normally exempt; such as a home) regardless of when or whether distributions can be made
and regardless of any special use limitations. “That means, that no matter how remote the possibility
of a distribution may be, it will be currently counted for purposes of establishing eligibility for Medi-Cal,”
Shanen-Raya notes. In addition, anything that cannot be released under any circumstance is subject to a
transfer-of-property penalty which means that an individual may be ineligible for nursing facility level of care
for the number of months that the property could have paid for their care at the average private pay rate.

There is one exception: trusts established for a disabled individual by someone other than him or herself
where there is specific language contained in the trust requiring repayment to DHS for the cost of medical
assistance upon the death or earlier termination of the trust.
1 Package R-20-94 affecting Title 22 California Code of Regulations, section 50489 et seq.

One of the hardest things to make clear to prospects is that waiting to buy LTC insurance will cost them money.

Perhaps the illustration (below left), of four possible situations, will help. The bar on the left depicts the total of
premiums paid by someone who buys a 3 year/90 day elimination period LTC policy in 1998 at age 55. In the
next one to the right she has waited to buy until 2003 when she’s 60. The next: she’s waited ten more years to buy.
The last is if she waited until she is 75. In all cases she doesn’t begin to draw benefits until she’s 90 years old.
When she bought at 75, she got 15 years of security at a total cost of $59,920. Buying at 70 got her 20 years of
peace of mind at a total cost of $51,009. At 60 got her 30 years of feeling good for $42,850. But when she
bought at 55 she clearly got the bargain: 40 years of security and peace of mind at a total cost of only $38,007.
If we take the time-value of money into account the differences are even more dramatic.

The line graph (below right) shows projected future annual costs of long-term care. Given that by the time they
draw benefits the cost of care is projected to be over $308,000 A YEAR, they all got a bargain, but
who got the best bargain?

Same Old Story,
Time IS Money

                                                                         
                                                                 

                                                                         
                                                                 

                                                                         
                                                                 

                                                                         
                                                                 

                                                                         
                                                                 

                                                                        
                                                                 

                                                                   

                            

                

                                                                                   
                                                                           

                                                                                   
                                                                           

                                                                                   
                                                                           

                                                                                   
                                                                           

                                                                                   
                                                                           

                                                                                  
                                                                           

                                                                             

             

        
                   

      
        

      

        

      

        

      


